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April 19, 2004

Honorable Ralph K. Smith, Mayor

Honorable C. Nelson Harris, Vice Mayor

Honorable William D. Bestpitch, Council Member
Honorable Dr. M. Rupert Cutler, Council Member
Honorable Alfred T. Dowe, Jr., Council Member
Honorable Beverly T. Fitzpatrick, Jr., Council Member
Honorable Linda F. Wyatt, Council Member

Dear Mayor Smith and Members of City Council:

| am pleased to recommend for your consideration a balanced Fiscal Year 2004-05
General Fund budget totaling $211.9 million. As you are well aware, this budget has
been prepared during a time of great challenge both for our nation and our state. In
addition to America’s ongoing conflict overseas and the slow recovery of our national
economy, Roanoke and other Virginia municipalities have had to accomplish the critical
task of balancing a budget in an equally uncertain environment. The lack of compromise
between the Virginia House of Delegates and the State Senate on a biennium state
budget has been disappointing. This uncertainly in state funding and the lack of sufficient
growth in state revenues for state mandated programs has required that Roanoke
continue to make difficult financial choices.

The challenges we face are the same as most other local governments, the rising cost
of employee healthcare/retirement, increased demands for high levels of service to our
citizens, and the continuing need to make investments in capital projects that are crucial
to sustaining the community’s viability. At the same time, the city and other Virginia
localities are having to absorb the cost of traditionally state-funded activities such as law
enforcement, jail operations, and the operations of constitutional officers. Mandates
from the Commonwealth continue without adequate funding.

Despite these challenges, we remain committed to finding innovative ways to conduct
our business and remain focused on our priorities. Through careful planning, we have
prepared this budget on the assumption that there would not be any change in existing
tax rates. | am pleased to report that the proposed budget does not increase any
existing tax or recommend any new tax. In fact, as a result of the creation of the
Western Virginia Water Authority, this budget recommends the repeal of a 15 percent
sewer rate increase which was previously approved and scheduled for implementation
on July 1, 2004.

Following the goals and priorities that council has established, our budget proposes a
sound financial and programmatic path for the year ahead.
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Roanoke’'s Revenue Growth

The General Fund revenue estimate will grow 3.5 percent in FY05, providing additional
funding of $7.1 million for allocation among schools and other priority expenditure items.
Leading this increase is local tax growth of 4.0 percent, providing $5.8 million in new
revenue next year. Local revenues are enhanced by the continued strength of the real
estate market in Roanoke. Assessments grew more than 6 percent while new
construction added another 1.2 percent to this tax base. Other local taxes contributing
to the strength of the local economy are the sales tax with growth of 5.8 percent
projected, personal property tax at 1.7 percent, business license tax at 2.4 percent,
prepared food and beverage at 3.0 percent, and transient room tax at 5.1 percent.
Increases in these areas demonstrate that the local economy is improving daily.

Based on Governor Warner’'s proposed budget, state revenues are expected to grow,
3.4 percent, adding $1.6 million of revenue. The majority of this revenue is dedicated to
state-mandated programs, only $170,000 of the increase is available for discretionary
use. The remaining $1.5 million must be dedicated to social services, street
maintenance, and local law enforcement funding (HB599). State revenues have
averaged growth over the past 10 years of nearly 6 percent per year. For the fourth year
in a row, the level of state revenue growth continues to reflect a steady loss of support
for state-mandated programs. Funding for constitutional offices declines, as does jail
funding. Should the budget impasse at the state be resolved, estimates in this revenue
category could either erode further or improve slightly.

Revenues from all other sources will decline slightly in FY05 as increased revenues from
various permit fees, fines, forfeitures and charges for services are offset by decreased
revenues for services provided in the past by the General Fund departments in support
of the water and sewer funds.

Staff from the Department of Management and Budget and the Department of Finance
have continued to provide forward-thinking financial planning that includes revenue and
expenditure forecasts, and multi-year planning for future budgets.

Our Commitment to Council’s Goals

The city’s budget team has worked diligently to prepare an operating budget that
advances the goals and objectives identified by City Council’'s 2004 Strategic Plan, while
continuing to move forward on important initiatives already in progress. These goals
include a healthy local economy, strong neighborhoods, a vibrant greater downtown and
quality services.

A HEALTHY LOCAL ECONOMY

City Council envisions Roanoke as a city enriched by regional cooperation, a diversified tax base, increased
tourism, and job opportunities for residents and their children. To further City Council’s goal for a healthy
local economy, the city is making the following commitments:
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Market the City. Promotion of the city’'s new brand will help raise the
community’s profile outside the region, attract new businesses, visitors and
residents, continue to foster pride among long-time citizens as well as expand
the revenue base of the city. Our marketing efforts will highlight the many recent
recognitions and achievements, such as the 2004 America’s Most Livable
Community award, as well as build upon our unique assets — developing a
creative economy while valuing our rich heritage.

Continue to support the U.S. Customs Port of Entry and Foreign Trade
Zone program which saves those businesses engaged in the import trade time
and money.

Provide additional sites for economic development, through continued
investment in the Roanoke Center for Industry and Technology and the Riverside
Centre for Research and Technology. The construction of the first building at
RCRT will begin this year with the Biomedical Institute locating in the newly
created redevelopment area over the next 12 — 15 months. One site sold this
past year in RCIT will generate 108 jobs by 2006, and two businesses expanded
in the center bringing 115 new jobs to the city.

Create a small business loan pool through reallocation of existing capital funds
into a regional pool which will access matching funds for business development.

Target job opportunities that will encourage young people to become a part of
our community. Efforts to market Roanoke to a technology savvy age group
have resulted in technology zone incentives, creating the Warehouse Row
project, the introduction of WiFi to the downtown and The Smart Way, a
commuter bus service between Roanoke and Blacksburg that will begin this
summer.

Support the Regional Water Authority to ensure an adequate supply of water
and wastewater treatment facilities for the citizens of Roanoke and Roanoke
County. Development of the Western Virginia Water Authority by the City and
County is the largest regional cooperative effort in the history of the Roanoke
Valley. Consolidating the water and wastewater facilities of the two governments
will ensure that citizens receive the most reliable means of providing water and
wastewater treatment at the lowest cost and best rate for customers, as well as
providing the best service.

STRONG NEIGHBORHOODS
City Council envisions Roanoke as a city comprised of safe, attractive, clean neighborhoods. To further this
goal, the city is making the following commitments:

Continue annual curb, gutter and sidewalk improvements totaling $1 million
ayear.

Expand beautification efforts throughout the city by adding decorative
hanging baskets on city bridges.
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Perform traffic-calming activities, where requested, including the completion of
Williamson Road enhancements and projects targeted for the Southeast and
Grandin Road corridors.

Continue the expansion of Greenways throughout the city. The Lick Run
Greenway will be extended over the next year from 10" Street to the Hotel
Roanoke. Plans are also underway to make riverside improvements on Wiley
Drive.

Adopt an updated zoning ordinance. The current 17-year-old ordinance does
not assist the city in achieving goals as outlined in the Vision 2001/2020
comprehensive plan. Drafted with input from citizens, the ordinance will include
new development standards for landscaping, off-street parking, and signage; and
provide for several new zoning districts, a recreation and open space district, and
an institutional district to more appropriately regulate institutional uses in and
near our residential neighborhoods.

Support neighborhood park improvements by replacing five existing comfort
stations making safety improvements at Lakewood and Masons Mill parks and
enhancing services at Huff Lane.

Continue preparation and adoption of neighborhood plans to guide future
allocation of resources to address neighborhood needs. Sixteen plans have been
completed; the final eight plans will be completed in FYQ05.

Continue the targeted application of federal housing (CDBG) funds to build
synergy among public, private and non-profit organizations toward neighborhood
improvement.

Encourage the development of mixed-use, higher-end housing in the city,
while at the same time offering down payment and closing cost assistance to
low-and moderate-income homebuyers.

Sponsorship of the national housing design competition will offer Roanoke
the opportunity to work with the national and international design and
construction industries to design and build the highest quality affordable and
market-rate housing in the city.

Accelerate the demolition of blighted and derelict structures which detract
from our neighborhoods. Council's goal of removing at least 40 buildings each
year will be aggressively pursued.

Develop a Strategic Housing Plan to guide the development of greater diversity
of housing choice in our neighborhoods and identify strategies to promote the
development of market-rate and upscale housing throughout the city.
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Launch the “Welcome Roanoke” program to identify new residents and
introduce them to city services and amenities. Working with 2003 Leadership
College graduates, staff will launch a “Neighborhood Week” initiative to bring
neighborhoods together and openly celebrate the city’s wonderful neighborhoods
and quality of life.

A VIBRANT GREATER DOWNTOWN
City Council envisions Roanoke as having a downtown that is clean, attractive and conducive to living,
working and recreating. To further this goal, the city is making the following commitments:

Enhance cleanliness of the downtown by evaluating the implementation of a
sealed solid waste compactor collection system strategically located in the
district, eliminating the placement of daily trash on sidewalks during the evening.

Renovate the Martin Luther King Jr. Bridge to provide enhanced linkage
between downtown and the Gainsboro neighborhood.

Construct a new downtown Fire-EMS station and the second phase of the
new police building on Campbell Avenue to provide modern, efficient facilities
for our public safety officers.

Expand and renovate Civic Center facilities to attract more events and
establish Roanoke as a regional entertainment center. Expanding the number of
events will not only produce additional revenue, but also will offer an opportunity
for others to visit our community and see its many attributes.

Support for EventZone to provide consistent oversight for downtown events
and festivals and produce additional activities in support of a 24-hour downtown.

QUALITY SERVICES
City Council envisions Roanoke as a city whose government provides responsive, timely and cost-effective
services to its citizens. To further this goal, the city is making the following commitments:

Recruit and retain skilled government employees, by providing an average
employee pay increase of 3 percent to employees who meet individual
performance expectations.

Reduce the size of government, through a reduction of 13 positions in city
departments and divisions. In addition, 190 positions will be transferred to the
newly created Western Virginia Water Authority.

Continue support to the Civic Center by adding six positions to enhance the
cleanliness and maintenance of the facility.

Implement a Police Cadet Program, which is designed to enhance the Police
Department’s recruiting efforts. The program will target 18 to 21 year olds who
are interested in full-time law enforcement careers. The six part-time cadets, who
would work 20 hours per week, would be required to attend college. The cadets
also would serve as Park Rangers for Roanoke’s parks in providing security and
customer service in answering citizens’ questions.
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B Provide six additional take-home vehicles for police officers, increasing
visibility in our neighborhoods and encouraging officers to live in our city.

B Preserve Roanoke’s distinction as America’s Top Digital City, by
implementing additional digital technologies to improve the delivery of information
and services to citizens and solve community problems.

B Promote more convenient services to customers by providing a combined
billing statement from the City Treasurer.

B Participation in the Western Virginia Water Authority. The city’s investment of
resources in the water authority will help ensure the future availability of water
and allow for the elimination of a sewer rate increase in FYO05, previously
adopted.

B Continue supporting youth services by delivering services and programs that
advocate for youth and adolescents in the community, using the input and ideas
of our Youth Commission.

B Support the first full year of the regional SPCA.

B Keep citizens informed about city programs and activities by maintaining the
Roanoke Citizen Magazine and city website.

B Continue to seek input from citizens through the annual Roanoke citizen
survey.

B Encourage Recycling. Identify ways to increase the monthly amount of
recyclable tonnage from 250 to 300 tons in order to eliminate the disposal fee for
these items. We are pleased to be able to support City Council’s vision in the
many areas enumerated above.

Investment in Our Infrastructure

Much has been said in recent years about the condition of the city’s infrastructure. In an
older community, we must constantly maintain and renovate older facilities while at the
same time addressing the need for new, more modern structures. Through a
combination of cash and bond resources over the next year, Roanoke will plan for a
future multi-purpose recreation center, renovate the north side of the Municipal Center
and the Public Works Center, and construct a new fire station downtown, a new Patrick
Henry High School and the final phase of the police building. This commitment to
improved facilities is detailed in our five-year capital improvement program.

Our Commitment to Education

The City of Roanoke continues to recognize the importance of excellence in education
by providing additional funding of $3.2 million in FY 2004-05. The total funding for
schools for FYO05 is $52,094,681 or 25% of the city’'s General Fund. The budget adopted
by the Roanoke School Board provides for:
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B An average teacher increase of 3 percent

B Two school nurse positions at the middle school level as part of a multi-year plan
to provide daily nursing services at all schools

B One guidance counselor at the middle school level to meet accreditation
recommendations

B One technology position as part of a multi-year plan to add six technology
positions

B The addition of a seventh period at high schools

In Closing

As in years past, City Council laid the foundations of this plan through careful financial
and strategic planning. The city’'s comprehensive plan, Vision 2001/2020, helped
crystallize input from Roanoke citizens. Using information obtained from the annual
citizen survey, departments are continuing to refine how we do business in order to
clarify goals and performance standards based upon the feedback from citizens.

Through a combination of all these tools, we have tried to address citizen priorities for
the year ahead. Given the times in which we live, the administration could not
accommodate every need in the budget but Roanoke is still moving forward toward its
shared vision.

My special thanks go to the Department of Management and Budget and the
Department of Finance, to all of our constitutional officers and our council-appointed
officials, and to our department directors, for their important contributions to the
development of this budget. | also thank our entire family of city employees for the
dedicated and professional manner in which they have performed their duties in difficult
times. Having made these recommendations, | look forward to an engaging budget
discussion with City Council and the citizens of Roanoke.

Respectfully submitted,

Darlene L. Burcham
City Manager



REVENUE ENHANCEMENTS - FISCAL YEAR 2004-05

Current Proposed
Fee Increases
Emergency Medical Services Stand-By
- Advanced Life Support Emergency Medical Services Technician $0.00 $20.00/hour
- Advanced Life Support Unit $0.00 $35.00/hour
- Emergency Medical Services Externship $0.00 $35.00/student for

each 12 hours

Cross Connection Inspection $0.00 $35.00/inspection
Law Library
- Copier Maintenance $0.00 $10.00/year per

per attorney

Administrative Costs — Collection Efforts No change in fee
- Expands the scope for assessment of
administrative costs associated with collections





